g
’
.,_}: <
A
.l:n X
RSy
I '
| CEE— P
LR
I ~

MAY 261,78

Gentlemens

Your application for exemption from Federal Income tax under the provisions
of section 501(cX4) of the Internal Revenue Code has ieen considered.

The information submitced discloses that you were |r.corporated [N
under the Non-Profit Corporation AC:. Yeour purposes
velop, improve and maintain sefety and/or hesith projects'f-r the
v: and maintair any and all -ecreational or other areas
tnprove and m.atain _oads and a water system
develop, Improve and
aintain hunting parks avaliat::: foc s by Jwner. of property in the
develop, improve axé m 'r:. | recreatio &l facil
provide serviree (o the cwn=7. of prapef? ; in the
administer and enfcice a3y (a4 itenance agree nents cover
or any part thereof, in accord with th: trrms thereof, including tiw

assessment and collection of maintenance fees and charges as provided
thereunder. i

The common areas/recreational facilities m:intained are approximately [JJj
miles of natural surface roads, previding acc: ss to property owners' tracts and
into the hunt paric; and tr- lodge area, inchiding cabins, restaurant,
bunkhouse, camper hook-ups, swi.aming pool, livestock barn and corrals, water
wells, o’fice building, :naintena-ce barn ard facilities, maintenance vehicles,
and hur? parks.

Only propert; ¢  rs/families are a.cwed during hunting s-asons, with
aesignated areas assignied in the nuri par'as on a ressrvation basis. During the
b. lance of the year pron-menbers ave allowed access to the cabins and
restaurant wher ti>2y srow up 4t the lc’3e. However, since the {acilities are
in such a r. ote area, services provided to the general p blic are rminimal.

[n addition to servicing and n:aint2ir: g the ¢ommon areas, you make some

repairs to individua! members! property, billing the members for materizls and
.ahor chorge, ‘
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You ma ~ iw claim to be a "communl sa, Th2 develocpment covers

Spcoimet:ly » With over acres restricted as hunt parks.
The meiority property owners are absentee owners.

Menb; hi

in your organization ls automatic on purchase of a tract of

» Of upon notifying the Board of Directors that a tract has
d" from a tract holder.

aJeﬂ "rew
Income Is derived from malntenrace fees from mem:. s, fees for use of the
cabins and restaurant, and irom rzpairs made to individual members' property.

Section 301(c) of the Code dJescribes certain organizations exempt from Fed-
eral incume tax under secticn 301(u) and reads, in part, as followss

"(4) Clvic leagues or organizations not organized for profit but
operated exclusivs.y for the prom.tion of socla! welfare, or local
associations of erployees, the n :mbership of which Is limited to
the employees of a designatei curson or persons 'n a particular
municlpallty, ard the net ear.i igs of which are devoted exclusively
t.. charitable educitional or recreationul purposes.™

“e e 1.J01(CKa)-1 of the regulaiions provides, in part, «s iollews:

"aX! In ge-eral. A civi. ieague or organizatic\ may be exempt
as :n organ: 2 ci described in section 5C1(c; ) if --

() 1* Is rct orzonized or operated for profit; and

(il 1t Is operated exclusively for th: promotion of
soclal] weitare.”

"(a}2X1) An organizaticr is opecated exclusively for the promotion
of soclal welfare If it s primarily engaged In promoting in some
way the common good and general welfare of the people of the
community. An organization embraced within thi; s~ction is one

which is srerated primarily for the purpose of bringing about clvic
betterments and social imnrove:nents, &

Reveaue Ruiing 74-99, 1974-1 C .molative Bulletin 131, states that & home-
owners' zsscciation, to qualify for =xemptlon section 50l(c)(l&) of the Code, (1)
must serve a "community” which bears a reasonable recognizable relationship
to .n area ordiaariiy identified as a governmental subc'vision or a unit or
district ther..cf. (2) .t must not conduct activities directed to the extarlor
malntenarce of private residences, and (3) the common weas or facilities it
owns or ~::intains rmust he for the uze and enjoyment of the general public.



Inasmuch ai membarship In your organization is restricted to property owners,
and the ser sices and henetlts provided are limited primarily to members, [t is
apparent ti'at you are essentially end primarlly formed and operated to proviue
services und facllitles for the business or personal ierefit of your membiai=.
#is such, the prasence of thesa organizationa) aid operational characteriatics
indicates that you are ot primarily promoting in some way the common goud
and generel weifare of the peopie of the community.

Accordingly, we have concluded that you have not met the equirements of
section 501(cX?) of the Codc and that you do not quallly for exeniprion from
Federal income tax.

Although you do not qualify for exemption undes section 501(ck8) of the Code,
It appears that you may qualify for treatment under section 323, a section of
the Code created by the Tax Reform Act of 1976, which is applicable to
certain homeowners ssociations. The Internal Revenue Servizs is not ruling
on the question of hether organizations qualily for treatment under s2¢tion
528, and there are no application forms required to be flled. If you belisve you
qualify for such treatment, you should flle Form 1]Z23-H. If you do not quallfy
under section 528, you are required to file Federal i - ome tax raturns on Form
1120. Publication 388, Porms 1 120<H and 1120 are <nclosed.

If you do not agree with these conclusions, you ms 7, within 30 days from the
date of this letter, file a written protest in acce: ance with the instructions
sat forth In the enclosed Publication 892,

i you agree with these concluslons or do not file a written protest, you sheuld
file "the enclosed Federai income tax return(s) within 30 days with Chlef,
Empiloyee Plans/BExempi Ciganizations Division, 2, €. Box 2133, Austin, Texas
78763.

Sincerely,
I
District Director
Enclosures:
Publication 892
F ablication 588
Forms 1120-H

Forms 1120





